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BEFO?..ETRE' PUBLICUXIL'ITIES COMMISSION OF TBESTATE OF CALIFO~IA ' 

. In ,the Matter ,of" the. Application o,f 
:',"> General' Telephone Company ,ot: Cal1-
," .for.rl1a·:£ol"·Autho'ri tyto',I s,sue., and , 
'Sell:,1,;O';OOO,Shar.es,o:r;':i.:ts/Cumulat1ve' 
, Pretcrr,~' Stoek~$20:<E~ar,:VaI.ue;' 5% 
.19'47 Scl'1es,: -~ thont::'competit1 va';: 
'b1ddirig::'" .', '. ",':',.' .', . ".," 
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Application 
. No. 3;4.905 . 

?arlan .E.!..H011'lM?0d", &.L. Chas~ <md.T;zm§s'·1i:.,·· 
Iuins;, ,~ d for Applicant. 

o'p I N ION 
-~- .... ---- .... 

General: Telephone Company-Ot Cal1fo:rn1ahas filed. this 
" ' ~ . .. 

application for authorization to issue and sell 150>000 sh~res 

($3,000,000 par vru.ue). of its cUt:ulative Preferred Stock, $20 Par 

Value, . 5% 1947 Series. 

The .. D.pplicc.tion was filed 'W'1 th the Commission on Novem-
... 

cer 25, '1953, ~d CQl:l.0 up ~for public heD.r1ngbetore' Commissioner 

Mi tchell$lld Exmn1ner Colc:.nan ~. San Fl-cnciseo, on Dccanber 1,4,1953" 
" . 

o.t lo1h16:b.:'time the matter'was taken l.Ulder submission.' 

Tho pu:r:poseof thepropose<i !1nanc1ng1s to provideapp11-, , 

em twd th fUnds' to po.y 'for the,:l.cquisit1on of property, for the 

constl"'.lct10n, eompleti'on, extension end/or improveDlent of faCilities 

ond/oI" 1'or ,the improvement and maintenance of sel"V1ce, !orthed.1s

cb.o.rge or 1ndebtednes,sto 'bo.nks'Wh1eb. may heve 'been. :tncurred, at, the' . 

time of the sale of said s~~res of stock .. '':md/or for the', re1mburs~' 

mont of. the troasury.. Applicent reports that during 1954 it.''W'1l1be . 
< , 

callcd"llPon.to expend substantial sums £'0,1" additions to 'its plant and: 

, ," 
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io. Exhib1 t B 1 t sets forth the Wlounts of· 1 ts estimated expenditures 

~d' tho '. sources of 1Unds as follo'W's: 

~ ', . . , . 

.' . 
, . 'I 

Addi t10nstcplant -: 
, Buildings' " 

C'co.tral o,f'fic'e'equipmel t 
St:it1on:eqUipmmt ' 
OUts:tdc:'plarit', ,. .:.: .' 
FrMch.1'ses~ .•• 'r:tgh.t>'o1··. wr:.y~~ 
land,~d ,gene:r31' equ1l'-' 
ment:',·, ", '" " . 

Wo rk .. 1nprogre ss' . ., ,. ",", 

,. \ , , 

. Tot<ll 

. Sources ," oifunds -
hom .ol'cr:l1;ion's, 
Dc'crease inwo,rk1ng c:l.p1 tal 
ScIvage:recovencs". dona~ 

,tof'on~" ", ·et""' .. ,. ,.:.. . 
'I' 1.1. .9ttijI)" .•• ','t;"', . 'r .,' 

Issue .. o'f':'scCU'ri ttes,- ' 
>, ,Common sto'ck .... 

'Pre~errcd 'sto,.ck·· 
Bonds" , 
Less";'exp:eriseo! issue 

", Tot-OJ. 
"r' 

,"/- ' 
1/. . 

~ I' ,.~ 

1~'i51~900, " 
5; 986, 100: . 

, " .i. 

$. S~:249';, 7SJ. . 
3,,1$,3,,969-

I."" 90l,,000 

12,000','000 
~,OOO~,OOO 
9.7. OO,O~OOO, 

(192',25;g) 

$40,141. 8QO 

~4Q .141 ' 800.' 

, , 

It has been applic.mtJ s pract1ce to issue bonds:md shares ., 

of 'both preferred', and common stock::to finance its capital costs. At 

the close of October, 1953" it ho.d·"outstand1ng$59,61S~OOO in ' 

principtll amount of' first mortgagc' 'bonds:!o:f seven. series" 'bearing 

1ntc!'estat ratesrM.l.~ing from 2-7/8% to3-3/4%~' $30~360,720'of' 

prc:f'~rred stock or: two serie$,norn.ely~' the 4-1/2% ond the 5% 1.947 
, , 

ser:i.cs" and $39,660,775'.'0'1" common stock .. Its capital ratios,as,of 
, . . 

O¢to'b~r 31, 195,3,,' and as adjusted to give effect· to the proposed 
.' , " 

"preferred stock offer1ng ane. to the issue of certain shAres ot', 

co:mmonstock heretoforeauthol"izcd, are as follows: 

Bonds 
Pr~:f'erl"ed stock 
Common, stock equity 

TotaJ.s 

Qc:t_31,1953. 

44.'27% 
22.5,5 
33'.18 

100.00% 

Fxo . Form:; 

42 • .36% 
2~.70 
33;.9'4 

;r.oo~Oo% 

,.' 
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The issue of the preferred sh:o.ros 'Will consti tuto'tb.e first 

step in app11cDnt f s 1954 security offerings. It is noted from the 
." , . 

pre~edingstCl.tcment, of; sources o,;r'tunastho;t app11cant'1s contem.plil't- ' 
• 'I ' 

" ingsellug$9.,OOO.,OOO of 'bonds 'in 1954 ~d $12'.,000.,000 o;r common 

stoc..'t. 

~bject to receiving Cl.uthor1zation from the Comm1ssion, 

applic6nt plmls to' dispose of 1ts~res· of preferred stock by me:llls 

of <l negoti~ted sale Dnd D.ccordingly it requests the Comm1ss1on to 

exempt the ofteX'ing fr,om its compet1ti ve bidd1ng rule. ,Testimony 

offered in support of this, request' shows' that in November, 19"47" 
, " . 

, applicant s011eitedb1ds for the sale of 150,000 sh~res of ,its ,5% 

preferred stock;- that J:lo bids were received, and th.at later1n,:19'lj.7 ond 

therca.!'tor in' each follomng yea;r a.pp11c~t wa.s succes,stulindispos

ing otpreferred stock offer1ngs under negotiated arrang\:!tl.ents. It 

D.ppears 'thc.t app11eont has sold 1 ts, preferred shares, at, prices 

subst<:m. tially the s$Xn.e as prevailing m:lrket p rices, under and, pUl" S".l on t 

to,the tCn:l.S of 'lmdel"W'X"i tine agreements granting undcrwx-1 ters the 

option topurcho.se sh;ires from time to, time 1W1th1n specified' per10ds 

tor resale to the public. 

Applicant o.sscrts that ~s a result of the' optionarrDnge

men ts for selling 1 ts shares 1 t has 0 btainod bctter~ rices than 1 t 

'Wow.d 'have obtained under an out:-1ght scl.~, 01 ther, competitive or 

negotiated; and that :Lts sales have been spread o'ver a 10ngertiIne, 

thuseliminat1ng'to som.e extent the ~cC'OXllulation or idler~"'les, <mel, 

that the'issueshave been placed largely in 3pplic~t,Ts service areas 

~d'W'ith indiv1duals r<l.ther thzln with :tnst1:cut1ons .. ' It appcars:I.n 

eeneralth.dt the sameundeI"W'ri ters, have h~dled'the scveralt'r:ms

c.ct:tonsin the pastD.nd: tha.t it is contemplated, -they will ,do,so"in' 

thep'resent !1ri.<mc1ngand under' s1m..tlar tems. 
" i' • • ,., ~ • 

From. e. r~vie~ or this matter 1 t clc<lrly appetlrs,t'hat 

,,' ~ 
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:lp:plic~t has been able to f1nanee itself 'lJndcr sDot1s~41.ctory terms in '. 

, tb.~past7; and 'Wi tb. no 'aeverse effect on the public,,:md,' accordingly,. 

to,"c sec no' reason foroW1thhold1:ng ?luthorizat1on from .1t.to 'continue' 

with its':fin~c1ng at, this timc''l.mder s1l:lil~r nrr:mgements.' It 'ap

:pe:lrstbat: there is now ml ~v:lilable m.o.rket. for applicant"sshe.res of, 
, ' ' ,'..," ' " ' 

prefcrrecl stock' and'in our opinion 'applicant shoule avail 1 tself' of 

the ,pre~entopportu.n1 ty to scl11.tssharcs • 

.. App11c~t is not in Do posi,t1onat this t1l:D.e to indicate tho 
, .... . 

price at 'Which it will sell itssharcs ::mdaccord1ngly 1t'no'W" seeks 

only :lprel1minary order.. At a l:lter d:ltc 1 t 'Will file D. supplementcl 
, " 

applico:t10n setting forth the agreed 'price and the terms> 0 1'" the sZllo .. 

A public hearing having been. held on thca'bove entitled· 

Dl:ltter7 and the Commission haVing consieered the evidence :me bc1nL; of 

the ,opinion. th:lt the application' should be granted7 as; herein pro'

vidcd7 tb.."!t the money, property or' lo.bor to be pro'cured 0'1" pa:L'(,~ tor' 

'bYthe'1;sue of'.the stockhcrc1n o.uthori'zed is, rcaSOno.'blY.requi:re~:·bY 
o.ppli~mlt for. the purposes sp0cified,h erein,. ~nd that such; pUl"lXls,es', 

• ' " • ~ ; '" "e • 

al"¢no't>.' in :whole· or in part~rcason':'~~Y·cho.rge3.bl.·~.tO o.p~rat1ng 
ex,ms'es, or' to' incOme; tner~'torc, , . 

IT IS HElmE':! OIIDEBED' as .follows: 

·1. Xhe issue :me. sc.1cby Gen.crcJ.Telephone Com~ony or Col1-

fo mio. 0 1~ 150,006 shares 0 f CuI:lula t1 ve . Preferred Sto ck, ~~20 Po.r V o.l'lle" 

5%19"47 Ser1es7 hereby-is exempted from the Co:omission's coml'e~it1ve 

bid.ding::rule set rorth in Decision No. .38614~ date!! Janu:;r;l'Y.15", 1946; . 

pro.vidcd':app11cant receives to,l' .$3.10. sho.res·a pr1cesiLtis!actOryto,;': 

-4 

I',·, 



,:.·.·e 
,. eo' ':1'1:00 e: \ft.4U .. . ~~ .... "..~ :~: .YJJ.Y.w.: 

',""J j 

,2.. General Telephone Coc.p;my Of C~1fom1:a, after 'the 

effective,: elate hereof' ana on or~fore June 30,. 1954, may 1ssue and 

sell. sro.d'·150,OOO shares .at '1l,r1ce to be fixed. 1':0; a supple:::lent<lJ.' 

. order .. 
. , . ~" 

, 
•. 1 

'. , 

General Telephone Company Of' CaJ.:U"omiashallus.e the 

proceeds to 'be received from the issue ;mdsale of stid share:s fd;r 
. ,"," , 

the purposes set forth in this application. 

4.- The autho:r1 ty herein gronted to 1 ssue and sell shares of 

preferred stockw.Lllbecome· eff'ect1 va 'When the Commission' by supple-. 

!IlcnU\l.order has:f'ixed the price at which they ma.ybe ·sold., In other 

'respects" the: authority hereingr;mted is effective upon tht:dDte 
. . 

hercof~ 

5.' General Telephone Company Of C~if"m1a shall file· 'With 

tho Comt:l1ssion, as soon as avdlable,tl:lree copies of 1 ts p rosp,ectus 

end 0. rt?port showing the n~¢s of' those to 'Whom. s~d sharos 'Were sold, .. 
. ~ , , I. 

the num.b(:r of share's scld.to each ond the cons1derat1onreceived •. ·· 

Dc.tedllt. S~ Frcnc1s·co, Califomia,this 

Dccemb~cr, 19:53,.' 

-5 

. .J. ,. 
",;#.II . .' " 

i l - day of::·. 
, , '-. 


